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December 18, 2015 

 

 

The Audit Committee  

School Board of the City of Norfolk, Virginia  

 

Ladies and Gentlemen: 

 

We have audited the financial statements of the School Board of the City of Norfolk, Virginia 

(the School Board) as of June 30, 2015 and for each of the year then ended, and issued our report 

thereon under date of December 18, 2015. Under our professional standards, we are providing 

you with the accompanying information related to the conduct of our audit. 

Our Responsibility under Professional Standards 

We are responsible for forming and expressing an opinion about whether the financial 

statements, which have been prepared by management with the oversight of the Audit 

Committee, are presented fairly, in all material respects, in conformity with U.S. generally 

accepted accounting principles. We have a responsibility to perform our audit of the financial 

statements in accordance with auditing standards generally accepted in the United States of 

America. In carrying out this responsibility, we planned and performed the audit to obtain 

reasonable assurance about whether the financial statements as a whole are free of material 

misstatement, whether caused by error or fraud. Because of the nature of audit evidence and the 

characteristics of fraud, we are to obtain reasonable, not absolute, assurance that material 

misstatements are detected. We have no responsibility to plan and perform the audit to obtain 

reasonable assurance that misstatements, whether caused by error or fraud, that are not material 

to the financial statements are detected. Our audit does not relieve management or the Audit 

Committee of their responsibilities. 

In addition, in planning and performing our audit of the financial statements, we considered 

internal control over financial reporting (internal control) as a basis for designing audit 

procedures that are appropriate in the circumstances for the purpose of expressing our opinion on 

the financial statements but not for the purpose of expressing an opinion on the effectiveness of 

the School Board’s internal control over financial reporting. Accordingly, we do not express an 

opinion on the effectiveness of the School Board’s internal control.  

We also have a responsibility to communicate significant matters related to the financial 

statement audit that are, in our professional judgment, relevant to the responsibilities of the 

Audit Committee in overseeing the financial reporting process. We are not required to design 

procedures for the purpose of identifying other matters to communicate to you. 
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Other Information in Documents Containing Audited Financial Statements 

The School Board’s management included our audit report in the School Board’s 

Comprehensive Annual Financial Report (CAFR). The CAFR contains various other financial 

and statistical information that we were not engaged to audit, and accordingly, is not covered in 

our audit opinion. Our responsibility for other information in documents containing the School 

Board’s financial statements and our auditors’ report thereon does not extend beyond the 

financial information identified in our auditors’ report, and we have no obligation to perform any 

procedures to corroborate other information contained in these documents. We have, however, 

read the other information included in CAFR, and no matters came to our attention that cause us 

to believe that such information, or its manner of presentation, is materially inconsistent with the 

information, or manner of its presentation, appearing in the financial statements. 

Accounting Practices and Alternative Treatments 

Significant Accounting Policies 

The significant accounting policies used by the School Board are described in Note 1 to the 

financial statements. For the year ended June 30, 2015, the School Board adopted GASB 68, 

Financial Reporting for Pensions, and GASB 71, Pension Transition for Contributions Made 

Subsequent to the Measurement Date. We have discussed with the Audit Committee and 

management the effect of the timing and method of the adoption of these policies on the current 

and future earnings of the entity. We have also discussed with the Audit Committee our views 

on the appropriateness of the accounting policies. 

Qualitative Aspects of Accounting Practices 

We have discussed with the Audit Committee and management our judgments about the quality, 

not just the acceptability, of the School Board’s accounting principles as applied in its financial 

reporting. The discussions generally included such matters as the consistency of the School 

Board’s accounting policies and their application, and the understandability and completeness of 

the School Board’s financial statements, which include related disclosures. 

Management Judgments and Accounting Estimates 

The preparation of the financial statements requires management of the School Board to make a 

number of estimates and assumptions relating to the reported amounts of assets and liabilities 

and the disclosure of contingent assets and liabilities at the date of the financial statements and 

the reported amounts of revenues and expenses during the period. 

Accounting estimates are an integral part of the financial statements prepared by management 

and are based on management’s current judgments. Those judgments are normally based on 

knowledge and experience about past and current events and assumptions about future events. 

Certain accounting estimates are particularly sensitive because of their significance to the 

financial statements and because of the possibility that future events affecting them may differ 
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markedly from management’s current judgments. We determine that those charged with 

governance are informed about the process used by management in identifying and formulating 

particularly sensitive accounting estimates, risks of material misstatement in accounting 

estimates, the nature of significant assumptions, the degree of subjectivity involved in the 

development of the assumptions, the relative materiality of the items being measured to the 

financial statements a whole, indicators of possible management bias in developing accounting 

estimates, disclosure of estimation uncertainty, and about the basis for our conclusions regarding 

the reasonableness of those estimates. We may also communicate the potential effect on the 

financial statements of significant risks and exposures and uncertainties, such as pending 

litigation, that are discussed in the financial statements. 

Retirement Obligations  

Management’s estimates of pension liabilities and other postemployment obligations are based 

upon current and retiree payroll demographic information and actuarial analyses of external 

actuaries.  

Self-Insurance 

Management’s estimates of self-insurance liabilities are based upon actuarial analyses of 

external actuaries. We have evaluated the key factors or assumptions used to develop significant 

accounting estimates, including possible management bias in developing the estimates and 

determined that they were reasonable in relation to the financial statements taken as a whole.  

Uncorrected and Corrected Misstatements 

Uncorrected Misstatements 

In connection with our audit of the School Board’s financial statements, we have discussed with 

management certain financial statement misstatements that have not been corrected in the School 

Board’s books and records as of and for the year ended June 30, 2015. We have reported such 

misstatements to management on a Summary of Audit Misstatements and have received written 

representations from management that management believes that the effects of the uncorrected 

financial statement misstatements are immaterial, both individually and in the aggregate, in 

relation to each respective fund within the financial statements taken as a whole. Attached is a 

copy of the summary that has been provided to, and discussed with, management. 

Disagreements with Management 

There were no disagreements with management on financial accounting and reporting matters 

that would have caused a modification of our auditors’ report on the School Board’s financial 

statements. 
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Management’s Consultation with Other Accountants 

To the best of our knowledge, management has not consulted with or obtained opinions, written 

or oral, from other independent accountants during the year ended June 30, 2015.  

Significant Issues Discussed, or Subject to Correspondence, with Management 

Major Issues Discussed with Management Prior to Retention 

We generally discuss a variety of matters, including the application of accounting principles and 

auditing standards, with you and management each year prior to our retention by you as the 

School Board’s auditors. However, these discussions occurred in the normal course of our 

professional relationship and our responses were not a condition to our retention. 

Material Written Communications 

Attached to this letter please find copies of the following material written communications 

between management and us: 

1. Agreement for renewal #3 for the fiscal 2015 audit fees 

2. Management representation letter 

Significant Difficulties Encountered During the Audit 

Delays were encountered during the course of the audit that caused the completion of the audit to 

not be in accordance with the initially established schedule. We have discussed with 

management our recommendations to improve the timeliness of the year-end closeout process.  

Independence 

Our professional standards and other regulatory requirements specify that we communicate to 

you in writing, at least annually, all relationships between our firm and the School Board and 

persons in a financial reporting oversight role at the School Board and provide confirmation that 

we are independent accountants with respect to the School Board as of December 18, 2015. 

We are not aware of any additional relationships between our firm and the School Board and 

persons in a financial reporting oversight role at the School Board. With respect to the School 

Board, we are independent accountants within the meaning of Rule 101 of the American 

Institute of Certified Public Accountants Code of Professional Ethics and related interpretation 

and Government Auditing Standards, issued by the U.S. Government Accountability Office. 

Confirmation of Audit Independence 

We hereby confirm that as of December 18, 2015 we are independent accountants with respect 

to the School Board under relevant professional and regulatory standards. 
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* * * * * * * 

This letter to the Audit Committee is intended solely for the information and use of the Audit 

Committee, the School Board and management and is not intended to be and should not be used 

by anyone other than these specified parties. 

Very truly yours, 

 
 

Norfolk, Virginia 

December 18, 2015 

 



Offie~ of the Ci t y Ma nager 

May 15, 2015 

KPMGLLP 
Attn: Ms. Cheryl Xystros, Partner 
440 Monticello Ave 
Suite 1900 
Norfolk, Virginia 23510 

Re: Agreement of Renewal #3 - Contract 13372, dated July 6, 2012. 
Our File No.: 2014-163210-CSP-CT 

Dear Ms. Xystros: 

This letter is to inform you that the City of Norfolk ("City") hereby exercises its option to 
renew Contract 13372 ("Agreement") with KPMG LLP. The term of this renewal ("Agreement 
of Renewal #3) shall be from July 1, 2015 until June 30, 2016. As you are aware, there are no 
more renewal options available under the Agreement following this Agreement of Renewal #3 . 

In accordance with the terms of paragraphs FOURTH and TWELFTH of the Agreement, 
the City shall provide compensation, for services under this Agreement of Renewal #3, which shall 
not exceed the total of sums described in the following table: 

City of Norfolk 
City of Norfolk-Single Audit 
School Board 
School Board-Single Audit 
Economic Development Authority 
Employees' Retirement System 

Renewal #3 Total Compensation 

$ 294,294 
81,969 

129,962 
54,646 
11,927 
30,706 

$ 603,504 

The last paragraph of the TWELFTH section of the Agreement is hereby amended and 
shall read as follows: 

"If services for the audit extend beyond November 30, 2015, then the _Auditor's fee for 
service provided after that date shall be increased by $50 per hour and if services extend beyond 
December 31, 2015 then the rate shall increase by $100 per hour for services rendered after that 
date. Should the scope of services expand for the work performed by the Auditor beyond 
provisions set forth in the FIRST section of this Agreement, additional compensation will be 

810UnionStreet,#1101 •Norfolk, VA23510 
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allowed in accordance with a mutually agreed upon written amendment to this Agreement, and 
subject to the authorization of the City Auditor, based on consultation with the City Director of 
Finance of the City of Norfolk or the Norfolk Public Schools Associate Superintendent of Finance 
of the Norfolk Public Schools, as applicable. The Auditor shall report all proposed expanded 
services or scope adjustments, with a reasonable estimate of billable hours priced at a negotiated 
hourly rate or fee not to exceed One Hundred Twenty Dollars ($120) per hour and not less than 
One Hundred Dollars ($100) per hour, on a weekly basis as the work progresses with respect to 
oYerages resulting from delays or missed deadlines and prior to the commencement of work for 
any other scope changes. Any billings for extended or expanded services or scope adjustments 
will be submitted to the City Auditor for written approYal prior to payment. It is not anticipated 
that significant overages will occur. However, the $50 rate increase for hours incurred after 
November 30, 2015 and the $100 rate increase for hours incurred after December 31, 2015 will 
also be applied to any overages incurred after those dates. In addition, if the audit is not completed 
by January 20, 2016, due to City delays, KPMG may not have available personnel to complete the 
audit until after April 1, 2016. KPMG will make every effort to complete the audit as soon as 
possible." 

All of the terms and conditions of the Agreement that are consistent with this Agreement 
of Renewal #3 and all attachments, if any, to the Agreement shall remain the same and are herein 
incorporated by reference. However, the last paragraph of the TWELFfH section of the 
Agreement is hereby amended and shall read as follows: 

In performance under this Agreement of Renewal #3, KPMG LLP shall comply V\ith all 
applicable federal, state and local laws and regulations. 

The execution of this Agreement of Renewal #3 shall indicate acceptance of its terms and 
conditions. Please sign this letter where indicated below and return it. A fully endorsed copy will 
be returned for your record. 

ATTEST: 

q~~.A -~'-/1 /tr-
~ CityClerk Date 

2 

Sincerely, 

CI~~ 
By. ~ 

Marcus . Jon 
City Manager 

KPMC:~ 

By:_.,_(/[__~---------
Print :Krame: Cf1enjJ i.. >f~#nl~ 
Print Title: p~.....-



CONTENT APP~ 
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rfolk City Auditor 

FORM AND CORRECTNESS APPROVED: 

<- 2.._ /ka 
DeputYCity Kttomey 

CERTIFICATE OF FUNDING 

I hereby certify that the money required for this Agreement of Renewal #3 is in the City 
Treasury to the credit of the fund from which it is to be drawn and not appropriated for any other 
purpose. 

AMOUNT: ~$~~~~~~~-
ACCOUNTNO: 
CONTRACT NO: 
VENDOR NO: 
BUSINESS LICENSE NO: 

Date 

3 





























Company NPS Gvt Wide 2015
Summary of Uncorrected Audit Misstatements

For Year Ended 6/30/2015
Amounts in Currency unit
Method Used to Quantify Audit Misstatements Income Statement Method (Roll Over)

Detailed instructions on automatically populating the audit misstatements from the Tracker are provided in the "Instructions" tab.

ID Description of misstatement
Type of 

misstatement
Accounts Debit (Credit)

Income effect of 
correcting the 

balance sheet in 
prior period 

(carryforward from 
prior period)

Income effect of correcting 
the current period balance 

sheet

Income effect 
according to 

Rollover (Income 
Statement) 

method

Equity Current Assets Noncurrent Assets Current Liabilities
Noncurrent 
Liabilities

B
C=A (Only Income 

Statement accounts)
C-B

SAD 1

NPS understated expenses ($280,712) in FY15 by crediting 
expenses to reverse expense made in FY14 for the recording 
of Synergy software intangible asset purchase (dr. expense, 
cr. cash).  Further, expenses were understated by $230,417 
as amortization expense was not recorded appropriately in 
FY15 for MyAccess! and Achieve3000 software. Factual

Mobile classrooms, building 
improvements, equipment 
and vehicles, net of 
accumulated depreciation 
and amortization - 
Governmental activities 0 (230,417) 0 0 0 0 0 (230,417) 0 0
Net Assets - Governmental 
activities 0 (280,712) 0 0 0 (280,712) 0 0 0 0
Non-Payroll Expenses  - 
Governmental activities 511,129 0 0 511,129 511,129 0 0 0 0 0

Aggregate effect of uncorrected audit misstatements (before tax): 0 511,129 511,129 (280,712) 0 (230,417) 0 0
Aggregate effect of uncorrected audit misstatements (after tax): 0 511,129 511,129 (280,712) 0 (230,417) 0 0

Financial statement amounts (per final financial statements) (after tax): 628,000          330,442,533        66,732,822       39,749,030       (54,023,504)        (382,900,881)      
Uncorrected audit misstatements as a percentage of financial statement amounts (after tax): 81.39% (0.08%) 0.00% (0.58%) 0.00% 0.00%

Child Nutrtion Fund:

ID Description of misstatement
Type of 

misstatement
Accounts Debit (Credit)

Income effect of 
correcting the 

balance sheet in 
prior period 

(carryforward from 
prior period)

Income effect of correcting 
the current period balance 

sheet

Income effect 
according to 

Rollover (Income 
Statement) 

method

Equity Current Assets Noncurrent Assets Current Liabilities
Noncurrent 
Liabilities

B
C=A (Only Income 

Statement accounts)
C-B

SUAD 1

KPMG notes that per review of supporting documentation, 
one of the reimbursement requests included in this total 
$779K in revenue related to expenses incurred in May 2014. 
Per discussion with Shenette Felton, this $84,233.26 in 
revenue was erroneously recorded to the General Fund in 
FY14 instead of to the Child Nutrition Fund. This error was 
identified and an adjustment was made in the 13th period of 
FY15 to reduce FY15 General Fund revenue and increase 
FY15 Child Nutrition Fund revenue by the $84,233.26.  As 
such, CY revenue was understated in General Fund.  Proper 
entry should have been a deduction to Retained Earnings in 
the General Fund instead of lowering current year revenue 
which was booked in FY14. Factual

Total fund balances - Child 
Nutrition Fund 0 (84,233) 84,233 0 0 0 0 0 0

Intergovernmental revenue: 
Commonwealth of Virginia - 
Child Nutrition Fund 84,233 0 0 (84,233) (84,233) 0 0 0 0 0

Aggregate effect of uncorrected audit misstatements (before tax): 84,233 (84,233) (84,233) 0 0 0 0 0
Aggregate effect of uncorrected audit misstatements (after tax): 84,233 (84,233) (84,233) 0 0 0 0 0

Financial statement amounts (per final financial statements) (after tax): 865,614          7,185,078             6,085,297         3,296,141          600,536               1,595,824            
Uncorrected audit misstatements as a percentage of financial statement amounts (after tax): (9.73%) 0.00% 0.00% 0.00% 0.00% 0.00%

Grants Fund:

ID Description of misstatement
Type of 

misstatement
Accounts Debit (Credit)

Income effect of 
correcting the 

balance sheet in 
prior period 

(carryforward from 
prior period)

Income effect of correcting 
the current period balance 

sheet

Income effect 
according to 

Rollover (Income 
Statement) 

method

Equity Current Assets Noncurrent Assets Current Liabilities
Noncurrent 
Liabilities

B
C=A (Only Income 

Statement accounts)
C-B

SUAD 1

As part of our AR subsequent receipts testwork in the Gvt 
Wide eAudit file (3.2.REV7 series) an error was identified 
related to the grants fund. The error was identified by 
management as an item that was uncollectible and, 
therefore, a misstatement. Projected

Due from the 
Commonwealth of Virginia - 
Grants Fund 0 (427,750) 0 0 0 0 (427,750) 0 0 0
Intergovernmental revenue: 
Commonwealth of Virginia - 
Grants Fund 427,750 0 0 427,750 427,750 0 0 0 0 0

Aggregate effect of uncorrected audit misstatements (before tax): 0 427,750 427,750 0 (427,750) 0 0 0
Aggregate effect of uncorrected audit misstatements (after tax): 0 427,750 427,750 0 (427,750) 0 0 0

Financial statement amounts (per final financial statements) (after tax): 383,672          (57,635)                 14,751,507       -                      (14,693,872)        -                        
Uncorrected audit misstatements as a percentage of financial statement amounts (after tax): 111.49% 0.00% (2.90%) 0.00% 0.00% 0.00%

A

A

A

Correcting Entry Required at Current Period End Income Statement Effect - Debit(Credit) Balance Sheet Effect - Debit (Credit)
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